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7KLV VWXG\ KDV EHHQ SUHSDUHG ZLWKLQ WKH 818:,’(5 SURMHFW RQ 6PDOO DQG 0HGLXP
(QWHUSULVHV LQ 7UDQVLWLRQ +RZ GRHV (QWUHSUHQHXUVKLS ’HYHORS LQ 3RVW6RFLDOLVW 6WDWHV
















818 :RUOG ,QVWLWXWH IRU ’HYHORSPHQW (FRQRPLFV 5HVHDUFK 818:,’(5 ZDV
HVWDEOLVKHGE\WKH8QLWHG1DWLRQV8QLYHUVLW\DVLWVILUVWUHVHDUFKDQGWUDLQLQJFHQWUHDQG






























































818:,’(5 LQ+HOVLQNL DQG/LDQJ=RXZDV YLVLWLQJ WKH+RQJ.RQJ%DSWLVW8QLYHUVLW\
7KH\JUDWHIXOO\DFNQRZOHGJHWKHJUDFLRXVVXSSRUWRIWKHLUKRVWV:KLOHIXOO\UHVSRQVLEOHIRU




7KLV VWXG\ SUHVHQWV DQ XSWRGDWH VXUYH\ RI WKH FRPSDULVRQ LVVXH EHWZHHQ VWDWHRZQHG
HQWHUSULVHV62(VDQGWRZQVKLSDQGYLOODJHHQWHUSULVHV79(VLQ&KLQD$OWKRXJK79(VDUH
GLVDGYDQWDJHGLQDUHDVVXFKDVWHFKQRORJ\ ODERXUVNLOOVHGXFDWLRQOHYHOVRIVWDIIDFFHVV WR
EDQN ORDQV DQG JRYHUQPHQW VXSSRUWV WKH\ KDYH LPSRUWDQW DGYDQWDJHV LQ RZQHUVKLS DQG





ZH DUJXH WKDW ERWK 62(V DQG 79(V QHHG WR UHIRUP WKHLU RZQHUVKLS DQG JRYHUQDQFH













LVZRUVHQLQJ RU DW EHVW KDV KDG OLWWOH LPSURYHPHQW ,V WKLV WUXH" $FWXDOO\ KRZ EDG LV WKH
SHUIRUPDQFH RI62(V DQGZK\" 7KLV VWXG\ZLOO VKRZ WKDW WKH VWDWLVWLFV GR QRW SURYLGH D
FRPSOHWHSLFWXUHRI62(VZKLOHWKHLUXQGHUSHUIRUPDQFHFDQEHSDUWO\MXVWLILHG
2Q WKH FRQWUDU\ WRZQVKLS DQG YLOODJH HQWHUSULVHV 79(V†ZKLFK DUH HLWKHU FROOHFWLYHO\
HVWDEOLVKHG E\ RU LQLWLDOO\ EDVHG RQ DQG FORVHO\ DVVRFLDWHGZLWK UXUDO FRPPXQLWLHV VXFK DV
WRZQVKLSV DQG YLOODJHV†KDYH GHYHORSHG UDSLGO\ DQG KDYH FRQWULEXWHG WR &KLQD
V UDSLG
HFRQRPLFJURZWK ,Q WKH79(VHFWRUSURGXFHGQHDUO\SHU FHQW RI&KLQD¶V JURVV
GRPHVWLFSURGXFW*’3,QWKHVDPH\HDULQGXVWULDO79(VSURGXFHGDERXWKDOIRIWKHWRWDO
LQGXVWULDO YDOXH DGGHG SURILW DQG RXWSXW 0LQLVWU\ RI $JULFXOWXUH  ,Q  WKHUH
ZHUHPLOOLRQ79(VZLWKPLOOLRQHPSOR\HHV%\WKHUHZHUHPLOOLRQ79(V
ZLWK  PLOOLRQ ZRUNHUV 66%   7KHLU UHDO WRWDO RXWSXW LQFUHDVHG E\ DQ
DYHUDJH UDWHRISHU FHQWSHU DQQXP IURP WR 66% DQG WKH
JURZWKUDWHRIWKHLUUHDOYDOXHDGGHGUHPDLQHGRYHUSHUFHQWLQDQG7KH79(
H[SRUWVLQFUHDVHGIURP86ELOOLRQLQWR86ELOOLRQLQ7KH79(VKDUHVLQ


















WKLV VHQVH 79(V DUH DOVR SXEOLF HQWHUSULVHV OLNH 62(V ,Q DGGLWLRQ 79(V DUH XVXDOO\
FRPSHWLWLYHO\GLVDGYDQWDJHG LQ FRPSDULVRQZLWK62(V LQ VXFK DUHDV DV WHFKQRORJ\ ODERXU
TXDOLW\DQGVNLOOVDFFHVVHVWREDQNFUHGLWLQIRUPDWLRQIORZVZLWKLQWKHJRYHUQPHQWKLHUDUFK\
GLVWULEXWLRQ RI NH\ PDWHULDOV WKURXJK RIILFLDO FKDQQHOV DQG RWKHU SUR[LHV IRU PDUNHW
LQWHUPHGLDULHV+RZFDQ79(VGRVRPXFKEHWWHUWKDQ62(V":KDWDUHWKHUHDOFDXVHVIRUWKH







7KLV VWXG\ DWWHPSWV WR SUHVHQW D FRPSUHKHQVLYH VXUYH\ RI WKH 62(79( FRPSDUDWLYH
OLWHUDWXUHLQFRUSRUDWLQJRXUILUVWKDQGGDWDDQGVRPHRULJLQDODQDO\VHV:HVKDOODUJXHWKDWWKH
62(SHUIRUPDQFHPD\QRWKDYHEHHQDVEDGDVVWDWLVWLFV LQGLFDWHGHVSLWH WKH IDFW WKDW WKH\
KDYH LQ JHQHUDO XQGHUSHUIRUPHG2XU YLHZSRLQW LV EDVHG XSRQ ERWK H[WHUQDO DQG LQWHUQDO
SHUVSHFWLYHVZKHUHWKHH[WHUQDOIDFWRUVUHIHUWRWKRVHEH\RQGDQGWKHLQWHUQDOIDFWRUVWKRVH
FORVHO\ DVVRFLDWHG ZLWK WKH QRWLRQV RI SURSHUW\ ULJKWV JRYHUQDQFH VWUXFWXUH DQG ODERXU
UHODWLRQV
7KHVWXG\LVRUJDQL]HGDVIROORZV,QVHFWLRQZHVXPPDUL]HWKHH[WHUQDOFDXVHVIRU62(




RZQHUVKLS ,Q VHFWLRQV  DQG  ZH ORRN DW WKH LQWHUQDO IDFWRUV WKDW OHDG WR WKH GLIIHUHQW
SHUIRUPDQFHV RI 62(V DQG 79(V 6HFWLRQ  KLJKOLJKWV WKH GLIIHUHQFHV RI WKH JRYHUQDQFH
VWUXFWXUH EHWZHHQ 62(V DQG79(V 6HFWLRQ  H[DPLQHV WKH SHUVRQQHO V\VWHPV DQG ODERXU





VHFWRU+RZHYHU DVZHVKDOO VKRZ WKH62(V¶ SHUIRUPDQFHPD\ DFWXDOO\ QRW EH DV EDG DV
VWDWLVWLFV RU FRYHUDJH E\ WKH :HVWHUQ PHGLD KDYH LQGLFDWHG :KLOH DUJXLQJ WKDW 62(
XQGHUSHUIRUPDQFHPD\ EH SDUWO\ MXVWLILHG E\ WKHLU FRQVLGHUDEOH FRQWULEXWLRQ WR WKH RYHUDOO
VRFLDOVHFXULW\ZHKDYHQRLQWHQWLRQWRMRLQWKHGHEDWHRYHUWKHPHDVXUHPHQWRIHIILFLHQF\RU
SURGXFWLYLW\RI62(V:HDJUHHWKDW62(SHUIRUPDQFHKDVQRWEHHQDVJRRGDVWKDWRI79(V
GXULQJ WKH UHIRUP SHULRG 0DQ\ H[WHUQDO IDFWRUV KDYH FRQWULEXWHG WR WKH UHSRUWHG SRRU





PDQ\ RWKHU IXQFWLRQV EH\RQG SURILWVHHNLQJ 7KHVH LQFOXGH SROLWLFDO VXSSRUW WR WKH
JRYHUQPHQW H[SDQVLRQRI VRFLDO HPSOR\PHQW DQGSURYLVLRQ RI YDULRXV VRFLDO VHUYLFHV DQG
VHFXULWLHV VXFK DV KRXVLQJ HGXFDWLRQ KHDOWK LQVXUDQFH DQG SHQVLRQ SURYLVLRQ :KDW
GLVWLQJXLVKHV WKH&KLQHVH62(V IURP WKHLU FRXQWHUSDUWV LQ(DVWHUQ(XURSH LV WKDW LQ&KLQD
HDFK62(SDUWLFXODUO\ODUJHDQGPHGLXPVL]HGIRUPVDUHVLGHQWFRPPXQLW\RUVPDOOVRFLHW\
LQZKLFKDOONLQGVRIVRFLDOVHUYLFHVDQGIDFLOLWLHVDUHSURYLGHGE\WKHHQWHUSULVH7KHPDQDJHU
RI WKH 62( LV PRUH OLNH D PD\RU RU WULEDO FKLHI 7UDGLWLRQDO &KLQHVH IDPLO\ YDOXHV DQG
HPSOR\PHQW SUHVVXUH PD\ KDYH VWUHQJWKHQHG VXFK ZHOIDUH REOLJDWLRQV DQG PDNLQJ WKHP













SXEOLF JRRGV WR WKH XUEDQ SRSXODWLRQ" ,W KDV EHHQ HVWLPDWHG WKDW DERXW  SHU FHQW RI WKH
GLIIHUHQFH LQ SURILWDELOLW\ EHWZHHQ 62(V DQG 79(V FDQ EH DWWULEXWHG WR VRFLDO ZHOIDUH
SURYLVLRQRIWKLVNLQG;LDR,QDGGLWLRQWRWKHGLUHFWFRQWULEXWLRQZKLOHIXQFWLRQLQJDV
D VPDOO VRFLHW\ DQ 62( KDV GH IDFWR SURYLGHG XQHPSOR\PHQW LQVXUDQFH SD\PHQW WR LWV
UHGXQGDQW HPSOR\HHV RQWKHMRE XQHPSOR\PHQW ,W LVZLGHO\ HVWLPDWHG WKDW DERXW  SHU
FHQWRIHPSOR\HHVLQWKH62(VHFWRUDUHLQIDFWUHGXQGDQW%HOO
7KH DERYH IDFWV LQGLFDWH WKDW WKHVH KHDY\ VRFLDO EXUGHQVPD\ MXVWLI\ D ODUJH SDUW RI 62(
ORVVHVLQDVRFLHW\ZKHUHDIXQFWLRQDOVRFLDOVHFXULW\V\VWHPLVDEVHQW
 $QXQIDYRXUDEOHSRVLWLRQLQWD[DWLRQDQGSULFLQJ
$ORQJZLWK WKHGHYHORSPHQWRIPDUNHWL]DWLRQ UHIRUP WKH WUDGLWLRQDO DGYDQWDJHV WKDW 62(V
KDYH HQMR\HG VXFK DV HDV\ DFFHVV WR NH\ PDWHULDOV FUHGLW DQG FDSWLYH PDUNHWV KDYH
JUDGXDOO\ GLPLQLVKHG +RZHYHU PDQ\ GLVDGYDQWDJHV KDYH SHUVLVWHG†WZR RI ZKLFK DUH
FULWLFDO
7KH ILUVW RQH LV WKH 62(V







ZDV  SHU FHQW  SHU FHQW IRU SULYDWH HQWHUSULVHV  SHU FHQW IRU IRUHLJQLQYHVWHG
HQWHUSULVHVDQGSURJUHVVLYHWD[UDWHVUDQJLQJIURPSHUFHQWWRSHUFHQWOHYLHGRQVPDOO
62(VDQGFROOHFWLYHHQWHUSULVHVLQFOXGLQJ79(V7KHUHIRUPXQLILHGWKHFRUSRUDWHWD[UDWHWR
 SHU FHQW IRU DOO NLQGV RI GRPHVWLF HQWHUSULVHV+RZHYHU H[FHSW IRU WKHVH VKLIWV LQ WKH
QRPLQDO WD[ UDWH WKH 62(V








































XQIDLUSRVLWLRQ$QG WKLUGXQOLNH IRU79(VZDJHH[SHQGLWXUH LVQRWFRXQWHGDVDEXVLQHVV




E\ SHDVDQW KRXVHKROGV SURGXFHG  SHU FHQW RI *3’ 66%   WKH EURDGHU 79(




7KH VHFRQG GLVDGYDQWDJH LV DVVRFLDWHG ZLWK WKH VRFDOOHG 
SROLF\ ORVVHV
 LQGXFHG E\ WKH
UHPDLQLQJSULFHFRQWURORIWKHVWDWH$FFRUGLQJWR=KRXRIWKHELOOLRQ\XDQRI
VXEVLGLHV WR ORVVPDNLQJ 62(V LQ  RQHTXDUWHU ZDV XVHG WR VXEVLGL]H WKH HQHUJ\
SURGXFHUV ZKR KDG WR EHDU WKH YHU\ ORZ FRQWUROOHG SULFHV RI WKHLU SURGXFWV $QG DQRWKHU
TXDUWHUZDVXVHGLQH[FKDQJHIRUVXSSO\LQJRWKHUQHFHVVLWLHVDWORZVWDWHSULFHV,QIDFWPDQ\









LV D GLVWULEXWLRQ SURFHVV RI ULJKWV WR SRVVHVV DQG XVH FHUWDLQ VFDUFH VWDWH DVVHWV LQFOXGLQJ
EXGJHWIXQGVEDQNORDQVODQGTXRWDVRISRZHURLODQGRWKHUNH\PDWHULDOV7KHYHU\ILUVW
LQWHQWLRQ RI ORFDO JRYHUQPHQWV PLQLVWULHV DQG 62(V LV WR REWDLQ DQG RFFXS\ DV PXFK
LQYHVWPHQWDQGSURSHUW\IURPWKHGLVWULEXWLYHQHJRWLDWLRQSURFHVVDVSRVVLEOHVRWKDWWKH\FDQ
UHDS IXWXUH EHQHILWV DQG MXVWLI\ WKHLU SRZHU EDVH )RU H[DPSOH LI DQ 62( ZDV LQLWLDOO\
DVVLJQHGSUHPLVHVLQDFRPPHUFLDOSDUWRIDFLW\†EHLWE\QHJRWLDWLRQRUVLPSO\E\FKDQFH†




LQYHVWPHQW H[SDQVLRQ GULYH FRPELQHGZLWK WKHSHUVLVWHQW VRIWEXGJHW FRQVWUDLQW LQHYLWDEO\
LQGXFHVLQYHVWPHQWKXQJHUDQGOHDGVWRLQHIILFLHQWLQYHVWPHQWSURMHFWV=RXDQG6XQ
%HIRUH WKH UHIRUP WKH LQHIILFLHQF\ RI WKH VWDWH LQYHVWPHQW V\VWHP ZDV PDQLIHVWHG LQ
VXEMHFWLYHGHFLVLRQVRIWKHFHQWUDOOHDGHUVSRRUSUHSDUDWLRQDQGPRQLWRULQJDQGZLGHVSUHDG







FDSDFLW\ RI  PLOOLRQ VHWV 7KH DQQXDO UHDO RXWSXW ZDV RQO\ PLOOLRQ WKXV KDOI RI WKH
SURGXFWLRQ FDSDFLW\ ZDV LGOH ,Q  &KLQD KDG  DXWRPRELOH IDFWRULHV DQG  UH
HTXLSSLQJ DXWRPRELOH IDFWRULHV ZLWK D WKHRUHWLFDO FDSDELOLW\ RI SURGXFLQJ  PLOOLRQ
DXWRPRELOHV SHU \HDU +RZHYHU PRVW RI WKHVH IDFWRULHV KDG QR HFRQRP\ RI VFDOH E\ DQ\
VWDQGDUGDQGWKHDYHUDJHXWLOL]DWLRQUDWLRRIFDSDFLW\ZDVOHVVWKDQSHUFHQW6XQD

7KH ODVWLQJ DQG VHYHUH LQYHVWPHQW LQHIILFLHQF\ KDV FDXVHG FRQWLQXRXV ZRUVHQLQJ RI 62(
FDSLWDOSURGXFWLYLW\ZKLFKFDQEHFOHDUO\UHYHDOHGE\WKHFKDQJHLQLQFUHPHQWDOFDSLWDOSURILW









:KHWKHU WKH RIILFLDO&KLQHVH VWDWLVWLFV DUH FDSDEOH RI SURYLGLQJ D UHOLDEOH DFFRXQW RI 62(
SHUIRUPDQFHLVDQRSHQTXHVWLRQ2QHRIWKHEDVLFUHTXLUHPHQWVIRURIILFLDOVWDWLVWLFV LQDQ\
HFRQRP\ LV WR SURYLGH VWDQGDUGL]HG DQG UHODWLYHO\ VWDEOH GDWD 7KHVH PD\ QRW DOORZ WKH
RIILFLDOVWDWLVWLFV WRFDSWXUHWDFWLFDODFWLYLWLHVXVHGE\ILUPV LQD UDSLGO\FKDQJLQJHFRQRP\
$PRQJWKHVHWDFWLFDODFWLYLWLHVVHYHUDOKDYHVLJQLILFDQWO\FRQWULEXWHGWRWKHXQGHUUHSRUWLQJ
RI62(SHUIRUPDQFH7KHVHLQFOXGHLPSOLFLWGLYHUVLRQRIDVVHWVDQGSURILWV IURP62(V WKH
62(IRUHLJQ MRLQW YHQWXUH DQG WKH 62(V




7KH LPSOLFLW GLYHUVLRQRI DVVHWV DQGSURILWV IURP WKH62( VHFWRU WR WKH FROOHFWLYH VHFWRU LV
LQGXFHG E\ 62( VRFLDO UHVSRQVLELOLWLHV ,Q RUGHU WR FUHDWH MREV IRU WKH FKLOGUHQ RI WKHLU
HPSOR\HHVPRVW62(VKDYHWRVHWXSVRPHQHZEUDQFKHVPDNLQJXVHRI WHFKQRORJLHVDQG
HTXLSPHQWRIWKHSDUHQW62(VRIWHQIUHHRIFKDUJH7KHVHEUDQFKHVDUHRIILFLDOO\LQGHSHQGHQW



















WRSHUFHQWRI WKDWRI WKH62(VHFWRU 66%7KHUHIRUH LW LV OLNHO\ WKDW WKH
RIILFLDOVWDWLVWLFVVXIIHUVHOHFWLRQELDVLQUHSRUWLQJWKHSRRUSHUIRUPDQFHRIWKH62(V
62(PDQDJHPHQWKDVEHHQPRQLWRUHGE\UHVSRQVLELOLW\FRQWUDFWGXULQJWKHUHIRUPHUD7KLV








,QFRPSDULVRQ79(VKDYHIHZVXFKFRQFHUQVDQG LQ IDFW WKHFRQWUDU\ VHHPVPRUH OLNHO\
/RFDO JRYHUQPHQW RIILFLDOV WHQG WR HQFRXUDJH WKHLU VXERUGLQDWHV WR H[DJJHUDWH SURILWV RI
















UDSLGUDWH ,WV URRWVFDQEH WUDFHGEDFN WR WKHODWHVEXW LWVGHYHORSPHQWZDVQRW WUXO\
QRWLFHDEOHXQWLOWKHODWHVZKHQ&KLQDEHJDQWRFDUU\RXWUHIRUPDQGWRRSHQXSWRWKH
RXWVLGHZRUOG7KH79(GHYHORSPHQW VR IDU LVQRW DQ RXWFRPHRI DQ\ FDUHIXOO\ GHVLJQHG
SROLF\RUSODQ7KHJRYHUQPHQWSROLF\FKDQJHGIURPWROHUDQFHWRHQFRXUDJHPHQWGXULQJWKH
VRQO\DIWHUUHFRJQL]LQJWKDWWKH79(ZDVDYHKLFOHWRLQFUHDVHUXUDOLQFRPHDQGPRUH




WKH UHIRUP SHULRG SURYLGLQJ ERWK LQFHQWLYHV DQG GLVFLSOLQHV IRU WRZQVKLS DQG YLOODJH
JRYHUQPHQWVDQGPDQDJHUVLQWKHSURFHVVRI79(GHYHORSPHQW
 +DUGEXGJHWFRQVWUDLQWVFRQIURQWHGE\WRZQVKLSDQGYLOODJHFRPPXQLWLHV
,Q &KLQD WKH FHQWUDO SURYLQFLDO PXQLFLSDO SUHIHFWXUH DQG FRXQW\ JRYHUQPHQWV DOO KDYH
VXIILFLHQWDXWKRULW\WRUHJXODWHPDUNHWVWKURXJKDGPLQLVWUDWLYHPHWKRGVDQGWREHLQYROYHGLQ










FRPPXQLW\ LV WRR VPDOO DQG OLPLWHG 79*V KDYH QR DFFHVV WR WKH VWDWH EDQNLQJ V\VWHP
EHFDXVHDOO WRZQVKLSVDQGYLOODJHVDUHKLVWRULFDOO\ LQVWLWXWLRQDOL]HGDVSDUWRI WKH WUDGLWLRQDO
UXUDOVHFWRUZKHUHDVWKHEDQNLQJV\VWHPLVDSDUWRI WKHPRGHUQXUEDQVHFWRU/LNHZLVHDOO




YLOODJHKDVDSRRU FUHGLW UHSD\PHQW UHFRUG VWDWHEDQNV FDQ UHIXVH WKH ORDQ DSSOLFDWLRQ DQG
DGGLWLRQDOO\ WKH\ FDQZLWKKROG LQWHUHVW SD\PHQWV DQG VRPHRI WKHSULQFLSDO IURP WKH EDQN
DFFRXQWVRIWKHFRPPXQLW\RULWV79(V(DFK79*ZHOOXQGHUVWDQGVWKDWDFRPPXQLW\PD\
EH DEOH WR GHOD\ GHEW UHSD\PHQWV RYHU WKH VKRUWWHUP EXW WKDW LW FDQQRW GHOD\ WKHP
LQGHILQLWHO\0HDQZKLOH D SRRU FUHGLW UHFRUG LPSOLHV WKDW WKH FRPPXQLW\PXVW GHSHQG RQ
VHOIILQDQFLQJ IRU IXWXUH GHYHORSPHQW DQG GHEW VHUYLFLQJ 7KLV LV RIWHQ QRW SRVVLEOH LQ
DJULFXOWXUDOFRPPXQLWLHV IRUZKLFKEDQNFUHGLWV DUHQHHGHG VHDVRQDOO\ IRU WKHSXUFKDVHRI
LWHPVVXFKDVVHHGVFKHPLFDOIHUWLOL]HUVSHVWLFLGHVDQGVRRQ
7KH DERYH IDFWV IRUFH WRZQVKLS DQG YLOODJH FRPPXQLWLHV WR FRQIURQW ZLWK WKH SUHVVXUH RI
PDUNHW FRPSHWLWLRQ DQG KDUG EXGJHW FRQVWUDLQW 7KRXJK VXEVLGL]LQJ DFURVV 79(VZLWKLQ D
FRPPXQLW\LVSRVVLEOH WKHH[WHQWRIVXFKVXEVLGLHVLVYHU\OLPLWHG7KXV LQUHDFWLRQWRWKH
HFRQRPLFDXVWHULW\LQDQGVHYHUDOPLOOLRQ79(VZHUHFORVHGGRZQRUWDNHQRYHU
E\ RWKHU 79(V =RX DQG 6XQ  7DEOH  ,Q FRQWUDVW WKH ORVVHV DPRQJ 62(V VRDUHG
DOWKRXJK RQO\ D VPDOO KDQGIXO DFWXDOO\ ZHQW EDQNUXSW $  ELOOLRQ \XDQ FUHGLW UHOLHI
RSHUDWLRQ ZDV LQLWLDWHG LQ WKH IRXUWK TXDUWHU RI  WR ZULWHRII QRQSHUIRUPLQJ LQWHU
HQWHUSULVHFUHGLWVPDLQO\LQWHU62(FUHGLWV3RUW\DNRY
 ,QLWLDWLYHVDQGVXSSRUWVIRUFRPPXQLW\JRYHUQPHQW




ORFDO HGXFDWLRQ LQIUDVWUXFWXUH DQG VRFLDOZHOIDUHZKLFK KDYH EHHQ JUDGXDOO\ VKLIWHG IURP
XSSHUOHYHOVRIJRYHUQPHQWWR79*V
7KUHHFULWLFDOFRQWULEXWLRQVE\79*VWR79(VDUHRXWOLQHGE\&KDQJDQG:DQJ–
 )LUVW EHFDXVH 79*V DUH SDUW RI D ODUJH JRYHUQPHQWDO V\VWHP ZLWK EURDG SRZHUV DQG
EHFDXVHRIWKHORQJWUDGLWLRQRIDXWKRULWDULDQJRYHUQPHQWLQ&KLQDWKHIXOOVXSSRUWRI79*
FDQSURYLGHFRPPXQLW\PHPEHUVDQGRWKHU79(VWDNHKROGHUVZLWKDVHQVHRIVHFXULW\ZKLFK
LVQHHGHG WRDFKLHYHORQJWHUPGHYHORSPHQW6HFRQG79*VFDQRIIHUPDQDJHULDO LQSXWV WR
79(VLQVHYHUDOZD\V%HFDXVHWKHPDUNHWLVLQLWV LQIDQF\DQGRUGLQDU\FLWL]HQVZKRKDYH
VXLWDEOHPDUNHWRULHQWHGWDOHQWVDUHDVFDUHUHVRXUFH79*VDUHHVVHQWLDOLQWKHRUJDQL]DWLRQRI












*HRJUDSKLFDOO\ 79(V DUHPRVW GHYHORSHG LQ WKH FRDVWDO SURYLQFHV RI*XDQJGRQJ )XMLDQ
=KHMLDQJDQG-LDQJVX7KHVHSURYLQFHVERWKKLVWRULFDOO\DQGWRGD\KDYHFORVHOLQNVZLWKWKH
RYHUVHDV&KLQHVHFDSLWDOV LQ+RQJ.RQJ7DLZDQDQG6RXWKHDVW$VLD79(GHYHORSPHQWLQ
WKHVH SURYLQFHV KDV ILWWHG LQ WKH UHTXLUHPHQW RI LQWHUQDWLRQDO GLYLVLRQ RI ODERXU DQG LQ WKH
FRQVLGHUDEOHFRPSDUDWLYHDGYDQWDJHVRIUXUDO&KLQD
)RU RYHUVHDV &KLQHVH LQYHVWRUV WKH DWWUDFWLRQV RI 79(V LQ WKH FRDVWDO DUHDV PDQLIHVW
WKHPVHOYHVLQ
DD ODUJHQXPEHURIFKHDSDQGZHOOGLVFLSOLQHG&KLQHVH UXUDO ODERXUHUV UHOHDVHG IURP WKH
VXFFHVVIXODJULFXOWXUDOUHIRUPDQGGHYHORSPHQWLQWKHHDUO\V







)RUHLJQ LQYHVWPHQWVKDYHSOD\HGDQ LPSRUWDQW UROH LQ79(GHYHORSPHQW)RUHLJQ LQYHVWRUV
KDYHEURXJKWLQVFDUFHIRUHLJQFDSLWDOUHODWLYHO\DGYDQFHGWHFKQRORJ\DQGPDQDJHPHQWVNLOOV
DQGWKHLUPDUNHWLQJQHWZRUNVDEURDGSURYLGHHDV\DFFHVVWRLQWHUQDWLRQDOPDUNHWV&RPSDUHG
ZLWK GRPHVWLF EX\HUV WKHUH DUH OHVV SUREOHPV RI ZLGHO\ VSUHDG LQWHUHQWHUSULVH GHEWV
EHFDXVHH[SRUWVDOVRJXDUDQWHHSD\PHQWVZKLFKDUHGXHPRVWO\XSRQGHOLYHU\





 WR  SHU FHQW 7KH 79(V
 WRWDO H[SRUW YDOXH LQFUHDVHG IURP 86 ELOOLRQ WR
86ELOOLRQ7KLVLVHTXLYDOHQWWRDQDQQXDOJURZWKUDWHRISHUFHQWLQWHUPVRI86
GROODUV GHVSLWH WKH GHYDOXDWLRQ RI \XDQ IURP  WR  \XDQ SHU 86 GROODU ,W LV ZRUWK
PHQWLRQLQJ DOVR WKDW WKH79(V
 H[SRUW JURZWK KDV EHHQ ODUJHO\ FRQWULEXWHG E\ 79(VZLWK
GRPLQDQWFRPPXQLW\RZQHUVKLS
7$%/(7+(*52:7+2)79((;3257–






























– 2I FRXUVH FRQWLQXHG 79( HQWU\ JUDGXDOO\ FUHDWHG DQG LQWHQVLILHG FRPSHWLWLRQ
LQGXFLQJPRQRSRO\SURILWV WRGHFUHDVH DQG ILQDOO\ WRYDQLVK+RZHYHU WKHZLQGIDOO SURILWV
HQMR\HGE\HDUO\HQWUDQWV LQWKHODWHVDQGHDUO\VFRQWULEXWHGJUHDWO\ WR WKH79(
WDNHRII
,QWKHHDUO\\HDUVRI79(GHYHORSPHQWWKHUHZHUHPDQ\HPSW\QLFKHVLQWKHFRQVXPHUJRRGV
PDUNHWV SULPDULO\ WKH SURFHVVHG SURGXFWV IRRG FORWKLQJ HWFPDLQO\ RZLQJ WR WKH ORQJ
ODVWLQJ VKRUWDJH LQGXFHG E\ WKH LQHIILFLHQW FRPPDQG HFRQRP\ 1RW VXUSULVLQJO\ 79(V
MXPSHGWRPHHWWKHGHPDQGVRIWKHVHPDUNHWV0RUHRYHUWKHUDSLGHFRQRPLFGHYHORSPHQWLQ
ERWKXUEDQ DQG UXUDO DUHDVKDV FUHDWHG DZKROH VHULHVRIQHZPDUNHWV†DJRRGH[DPSOH LV










0RVW 79(V DUH VPDOO LQ VL]H DQG HQJDJH LQ ODERXULQWHQVLYH LQGXVWULHV ZLWK ORZ DVVHW
VSHFLILFLW\%\WKHDYHUDJHVL]HRIWRZQVKLSHQWHUSULVHVZDVHPSOR\HHVSHUILUPDQG
WKDWRIYLOODJHHQWHUSULVHVZDVHPSOR\HHVSHUILUP†LQWKHHDUOLHU\HDUVWKHDYHUDJH79(













RI 62(V KDYH EHHQ PXFK PRUH VWDQGDUGL]HG DQG FRQWUROOHG E\ D QDWLRQDOO\ XQLIRUPHG






ILUPV VXEFRQWUDFWLQJ ZLWK ODUJH XUEDQ 62(V LQ WKH HDUO\ V (GLWRULDO &RPPLWWHH RI
&KLQHVH,QGXVWU\,QWKH-LDQJVXDQG=KHMLDQJSURYLQFHVZKHUH79(VKDYHEHHQ
GRPLQDWLQJWKHORFDOHFRQRPLHVWKHSURSRUWLRQVZHUHRQO\VOLJKWO\ORZHULQWKHPLGV











2ZQHUVKLS VWUXFWXUH LQYROYHVPDQ\ GLPHQVLRQV DPRQJ ZKLFK WKHPRVW LPSRUWDQW DUH WKH
DOORFDWLRQVRI UHVLGXDOFRQWURO ULJKWVDQG ULJKWV WR UHVLGXDOEHQHILWV$QRZQHUVKLS VWUXFWXUH
WKDWLVFRQVLVWHQWZLWKWKHREMHFWLYHRIILUPYDOXHPD[LPL]DWLRQPD\UHTXLUHWKDWWKHUHVLGXDO













WKHLU VHOILQWHUHVWV WKHVH ILQDQFH VXSSOLHUV KDYH DOO WKH LQFHQWLYHV WR PDNH VXUH WKDW WKHLU
LQYHVWPHQWVZLOOQRWEHDSSURSULDWHG$OWHUQDWLYHO\ZLWKRXWDQDGHTXDWHJRYHUQDQFHVWUXFWXUH
D79(ZRXOGILQGLWYHU\KDUGWRJHWDQ\SURMHFWILQDQFHGE\RXWVLGHFUHGLWRUV
6HSDUDWLRQ RI RZQHUVKLS DQG FRQWURO RU LQ PRUH LQWXLWLYH WHUPLQRORJ\ RI ILQDQFH DQG
PDQDJHPHQW LV OLNHO\ WR OHDG WRDJHQF\SUREOHPV7KLV UHIHUV WR VHOILQWHUHVWHGPDQDJHULDO
EHKDYLRXUWKDWLPSRVHVDJHQF\FRVWVRQWKHILUPRURQWKHDEVHQWHHRZQHUV¶ZHOIDUH2SWLPDO





DNLQ WR SXEOLF JRRGV WKDW VXIIHU IURP IUHHULGLQJ SUREOHPV -HIIHUVRQ 2Q WKH RWKHU
KDQG WKH 79(V DUH PXFK OHVV DIIHFWHG E\ WKHVH SUREOHPV 7KH 79* XVXDOO\ KDV FORVH
UHODWLRQVKLSVZLWKWKHPDQDJHUVRIWKH79(V0RQLWRULQJFRVWVDUHORZHUDQGWKDQNVWRWKHLU
FORVH UHODWLRQVKLSV LQIRUPDWLRQFDQEH VKDUHGE\ WKHPHPEHU ILUPVZLWKLQ WKH FRPPXQLW\
)XUWKHUPRUH LQFHQWLYHV FDQ EH DOLJQHG PRUH HDVLO\ EHFDXVH RI PHPEHU ILUPV¶ FRPPRQ
LQWHUHVWVDQGWKHIDFWWKH79(VVKDUHILQDQFLDOULVNVXQGHUWKHXPEUHOODRIWKH79*=RXDQG
6XQ+RZHYHUDORQJZLWKWKHH[SDQVLRQRIWKH79(VDVWKH\EHFRPHPRUHVXFFHVVIXO






$Q62( LVE\ OHJDOGHILQLWLRQ RZQHGE\ WKH&KLQHVHSHRSOH%HLQJRZQHGE\ELOOLRQ
SHRSOHLQHYLWDEO\PHDQVQRERG\GLUHFWO\RZQVWKHILUP$VDQDO\]HGLQ-HIIHUVRQWKLV
ZLGHO\GLVSHUVHG DQGDPELJXRXVRZQHUVKLS VWUXFWXUH LQGXFHV WKH H[FOXGDELOLW\ SUREOHP ,Q




SHFXQLDU\ EHQHILWV IRU HPSOR\HHV DQG WKHLU UHODWLYHV LQ WKH IRUPV RI KRXVLQJ DQG VRFLDO
VHUYLFHV
:KLOHWKHELOOLRQSHRSOHKDYHQRZD\WRH[HUFLVHGLUHFWFRQWURORYHU62(VWKHUHDOFRQWURO







VXEVLGLHV RU WKH VWDWH EDQN V\VWHP FUHDWHV D VHULRXVPRUDOKD]DUG SUREOHP IRU RSSRUWXQLVW
ORFDORIILFLDOV,WKDVLQGXFHGDQDFFXPXODWLRQRIEDGORDQVDQGQRQSHUIRUPDQFHGHEWVZLWKLQ
WKH 62( VHFWRU WKDW UHQGHUV WKH ILQDQFLDO V\VWHP YXOQHUDEOH WR H[WHUQDO VKRFNV DQG FULVHV
-HIIHUVRQ
+RZ VKRXOG&KLQD UHIRUP WKH RZQHUVKLS DQG JRYHUQDQFH VWUXFWXUHV RI 62(V"’LYHUVLILHG






VHDUFK RI VDOHVPHUJHUV DQG DFTXLVLWLRQV 6XQ E  *X  -HIIHUVRQ HW DO
7KRXJK62(SURSHUW\ULJKWVDUHQRWYHU\ZHOOGHILQHGWKHHQWHULQJRI62(VLQWRDQ
HFRQRP\ZKHUHPDUNHWPHGLDWHGH[FKDQJHVRISURSHUW\ ULJKWVDUHSRVVLEOHGRHVGHILQH WKH




LV PXFK VLPSOHU DQG PRUH GLUHFW WKDQ WKDW RI 62(V ,Q WHUPV RI WKH RZQHUPDQDJHPHQW
UHODWLRQVKLSFRPPXQLW\PHPEHUVDVRZQHUVGRKDYHLQFHQWLYHVWRPRQLWRUWKH79*RIILFLDOV








IXQGV DQG FRPPXQDO ZHOIDUH SURJUDPPHV LQ KRXVLQJ KHDOWK FDUH LUULJDWLRQ URDG
FRQVWUXFWLRQDQGRWKHULQIUDVWUXFWXUH&KDQJDQG:DQJ6XQE
$OWKRXJK WKH UHVLGXDO FRQWURO ULJKWV H[HUFLVHG E\ 79*V PD\ LPSO\ D FHUWDLQ ULVN RI
EXUHDXFUDWL]DWLRQ WKHFRQWUROE\ WKHJRYHUQPHQWRYHU LPSOHPHQWDWLRQ DQGFRRUGLQDWLRQRI
LQWHUQDOUHRUJDQL]DWLRQRURYHUWKHWDNHRYHUSURFHVVGRHVVLGHVWHSWKHVRFLDODQGHFRQRPLF
FRVWVRI EDQNUXSWF\ WKURXJK FRXUW DFWLRQ RU RI WDNHRYHU E\ RXWVLGHUV 7KLV FRQWURO LV TXLWH
VLPLODUWRWKDWH[HUFLVHGE\WKHPDLQEDQNLQD-DSDQHVH.HLUHWVX
%HFDXVH WKH UHVLGXDO FRQWURO ULJKWV RI 79(V ZLWKLQ D FRPPXQLW\ LV KHOG E\ 79*V WKH
FRPPXQLW\ EHFRPHV D GH IDFWR FRUSRUDWLRQ RU 
PLQL FRQJORPHUDWH
 IDFLQJ D KDUG EXGJHW
FRQVWUDLQW 6HFWLRQ  8QGHU WKH SUHVVXUH RI LQWHQVH FRPSHWLWLRQ WKLV DUUDQJHPHQW FDQ
IDFLOLWDWH D FRQVHQVXV DPRQJ FRPPXQLW\PHPEHUV 79*RIILFLDOV DQG 79(PDQDJHUV DQG
ZRUNHUV WR PD[LPL]H SURILWV HYHQ E\ VDFULILFLQJ DOO RU SDUW RI ZDJH LQFRPH 0RUHRYHU
EHFDXVHDFRPPXQLW\LVGLYHUVLILHGLQDQHFRQRPLFVHQVHLWFDQGLYHUVLI\WKHEXVLQHVVULVN$
WRZQVKLS RU YLOODJH FDQ UDWKHU HDVLO\ FUHDWH VHYHUDO VPDOOVFDOH 79(V LQ PDQXIDFWXULQJ
DJULFXOWXUH FRPPHUFH FRQVWUXFWLRQ DQG WUDQVSRUWDWLRQ DQG WKHQ H[SDQG WKH VL]H RI WKHVH
79(V=RXDQG6XQ
$FRPPXQLW\FDQEHVHHQDVDVPDOOVRFLHW\LQZKLFKWKHFLWL]HQVRZQHUVFDQYRWHE\DVKRZ
RI KDQGV LQ VHPLFRPSHWLWLYH HOHFWLRQV IRU FRPPXQLW\ RIILFLDOV ,Q ZHDOWKLHU YLOODJHV DQG





FRQWUDFWV RU VXEFRQWUDFWV 6XFK D V\VWHP FDQ EH DUUDQJHG EHWZHHQ WKH FRPPXQLW\
UHSUHVHQWDWLYHDVVHPEOLHVDQGWKHFRPPXQLW\JRYHUQPHQWEHWZHHQWKHJRYHUQPHQWDQGWKH
79(VDQGZLWKLQWKH79(V7KHVHFRQWUDFWVDQGVXEFRQWUDFWVKDYHIDFLOLWDWHGWKHVROXWLRQRI
PRQLWRULQJSUREOHPVZLWKLQ WKH FRPPXQLW\ DQGZLWKLQ WKH79(V /LQ :RQJHWDO

)RU WKH ODUJHVFDOH 79(V UHTXLULQJ DFFHVV WR GRPHVWLF DQG LQWHUQDWLRQDO FDSLWDOPDUNHWV D
IXUWKHUFODULILFDWLRQRISURSHUW\ULJKWVLVQHFHVVDU\+RZHYHUWKLVGRHVQRWPHDQWKDWWKHRQO\
DOWHUQDWLYH LV WKH GLVWULEXWLRQ RI VKDUHV DPRQJ LQGLYLGXDOV 7KH FRPPXQLW\ DV D FROOHFWLYH
HTXLW\ KROGHU DQG WKH 79* DV WKH H[HFXWLYH HTXLW\ KROGHU PD\ VWLOO SRVVHVV FRPSDUDWLYH
DGYDQWDJHV(YHQLIHDFKFLWL]HQEHFRPHVDVKDUHKROGHULWPD\VWLOOEHPRUHHIILFLHQW LIWKH
79*FDQDFWDVWKHUHSUHVHQWDWLYHRIORFDOVKDUHKROGHUVLQWKHH[HUFLVHRIWKHLUUHVLGXDOFRQWURO
ULJKWV RYHU WKH 79(V 9HUPHHU  ,Q WKLV FRQQHFWLRQ WKH GHPRFUDWL]DWLRQ UHFHQWO\
H[HUFLVHGLQ&KLQD¶VYLOODJHVLVRIGHFLVLYHLPSRUWDQFHIRUIXWXUH79(GHYHORSPHQW
 ’LVDGYDQWDJHVLQKHUHQWLQ79(SURSHUW\ULJKWVDUUDQJHPHQW
7KH VR FDOOHG 
PHFKDQLVPGHJHQHUDWLRQ
 RI79(VKDV EHHQZLGHO\ UHSRUWHG VLQFH WKH HDUO\
VVHHHJ0LQLVWU\RI$JULFXOWXUH0DQ\DVSHFWVRIPHFKDQLVPGHJHQHUDWLRQFDQ





DUH FRPLQJ LQFUHDVLQJO\ LQWR FRQIOLFWZLWK WKRVHRI79(PDQDJHUV DOWKRXJK LQLWLDOO\ WKHVH
WZRVHWVRIREMHFWLYHVZHUHTXLWHVLPLODU5HQHWDO:DQJ6KLDQG<RX







6HFRQG EXUHDXFUDWL]DWLRQ DQG FRUUXSWLRQ DPRQJ 79* RIILFLDOV DQG 79( PDQDJHUV DUH
JURZLQJ ,Q WKRVH WRZQVKLSV DQG YLOODJHV ZKHUH WKH GHYHORSPHQW RI JUDVVURRWV
GHPRFUDWL]DWLRQ KDV ODJJHG EHKLQG WKH SUREOHP RI ZKR PRQLWRUV WKH PRQLWRUV EHFRPHV
LQFUHDVLQJO\ VHULRXV 7KLV LV EHFDXVH WKHUH LV D GHDUWK RI HIIHFWLYH FKHFNLQJ DQG UHVWUDLQW
GHYLFHV WR FXUE FRUUXSWLYH EHKDYLRXU RI WKRVH LQFUHDVLQJO\ SRZHUIXO 79* RIILFLDOV )RU
H[DPSOHPDQ\79(VDUHEHFRPLQJ 
SXUVHV








ZLWK WKH HFRQRPLF DQG VRFLDO UHQWV WKH\ HQMR\ IURP WKH79(V WKH FDUHHU RI EHLQJ D ORZ







$QRWKHU LPSRUWDQW UHDVRQ IRU WKH GLIIHUHQW SHUIRUPDQFH RI 62(V DQG 79(V OLHV LQ WKH
GLIIHUHQWSHUVRQQHODQGHPSOR\PHQWV\VWHPVZKLFKDVVLJQ WKHUROHVRIPDQDJHUVDQGVKDSH
WKHEDVLFODERXUPDQDJHPHQWUHODWLRQVLQ62(VDQG79(V*HQHUDOO\VSHDNLQJXQOLNHLQWKH
79(VHFWRU WKHUH LVQRVLJQLILFDQW ODERXUPDUNHW IRUERWK62(PDQDJHUVDQGZRUNHUV$Q
62(PDQDJHU LV QRW MXVW DQ HQWUHSUHQHXU EXW DOVR D EXUHDXFUDW DQG WKH FKLHI RI WKH 62(
FRPPXQLW\+HVKH KDV WR FRSHZLWK DQG FRRUGLQDWH FRQIOLFWLQJ LQWHUHVWV DPRQJ GLIIHUHQW
VWDNHKROGHUVLQVLGHDQGRXWVLGHWKH62(DQGZLWKLQWKHFRPPXQLW\62(HPSOR\HHVDVWKH





RQHV(DFK&KLQHVHFLWL]HQ LV UHJLVWHUHGHLWKHUDVXUEDQRU UXUDO UHVLGHQWXQGHUDKRXVHKROG
UHVLGHQFH UHJLVWUDWLRQ V\VWHP 7KH UHJLVWUDWLRQ VWDWXV GHSHQGV RQ RQH¶V PRWKHU¶V VWDWXV DW
ELUWK7KLVVWDWXVFDQRQO\EHFKDQJHGGXHWRSURPRWLRQWRDFHUWDLQOHYHOLQPLOLWDU\VHUYLFH
XQLYHUVLW\HQUROPHQWPDUULDJHRUUHSHDWHGIRUPDODSSOLFDWLRQIRUDFKDQJHRIVWDWXVZKLFK





FDUH UHWLUHPHQW SHQVLRQ FKLOGUHQ









)RUERWK62(PDQDJHUV DQGZRUNHUV WKHUHKDVEHHQQR SUHVVXUH RU WKUHDW IURP WKH ODERXU














UHSRUWHG WKDW WKHUH KDV EHHQ OLWWOH UHDO GLIIHUHQFH EHWZHHQ SHUPDQHQW HPSOR\HHV DQG WKH
FRQWUDFWHG RQHV EHIRUH  2QH PD\ DUJXH WKDW WKH OLIHWLPH HPSOR\PHQW PD\ QRW
QHFHVVDULO\ UHVXOW LQ ORZHU HIILFLHQF\ ZLWK UHIHUHQFH WR WKH HYLGHQFH IURP -DSDQ EXW WKH
GLIIHUHQFHLVWKDW-DSDQHVHILUPVDUHFRQVWDQWO\IDFLQJSUHVVXUHIURPPDUNHWFRPSHWLWLRQDQG
WKH WKUHDW RI WDNHRYHU DQG EDQNUXSWF\ ZKHUHDV &KLQHVH 62(V FDQ GHSHQG RQ WKH XOWLPDWH
SURWHFWRUWKHVWDWHIRUVROYLQJWKHLUWURXEOHV
0DQDJHULDO DSSRLQWPHQWV LQ WKH 62( VHFWRU KDYH EHHQ WLJKWO\ FRQWUROOHG E\ WKH 3DUW\





HW DO  LWV VLJQLILFDQFH VKRXOG QRW EH RYHUHVWLPDWHG EHFDXVH RI WKH IROORZLQJ WZR
UHDVRQV )LUVW WKH HQWU\ WR WKH PDUNHW LV IDU IURP IUHH $FFRUGLQJ WR DQ RIILFLDO VXUYH\
FRQGXFWHGLQDERXWSHUFHQWRI62(PDQDJHUVHVSHFLDOO\WKRVHRIODUJHDQGPHGLXP





WKRVHPDQDJHUVZKRVXIIHU FHUWDLQGLIILFXOWLHV LQ WKHLU62(VZLOO EH WUDQVIHUUHG WRZRUN LQ
RWKHU62(VZLWKDSRVLWLRQVLPLODUWRWKHSUHYLRXVRQH2QO\DQHDUO\UHWLUHPHQWUHVXOWVLQDQ
HIIHFWLYHH[LW6XFKD WXUQRYHUFDQQRW IRUPUHDOSUHVVXUHRU WKUHDW WRPRVWPDQDJHUV4XLWH
LURQLFDOO\WKHFRPSHWHQFHRIDQ62(PDQDJHUPD\EHMXGJHGLQDQDGYHUVHZD\†WKHJUHDWHU










ORFDO FRPPXQLWLHV DQG RWKHU SODFHV RXWVLGH WKHLU FRPPXQLWLHV 7KDQNV WR WKH FRPSHWLWLRQ
WKHUH DUH QR JHQHURXV ZHOIDUH EHQHILWV KRXVLQJ LQ SDUWLFXODU IRU 79( HPSOR\HHV 7KH
XQHPSOR\PHQWDQGUHWLUHPHQWLQVXUDQFHW\SLFDOO\OLHVRQWKHLUFRQWUDFWHGODQGLQWKHLUKRPH
YLOODJHV$V D FRQVHTXHQFH79(VKDYH HQMR\HG ORZ ODERXU FRVWV DQG D FOHDUPDQDJHPHQW
REMHFWLYH ,Q WKH PHDQWLPH D FRPSHWLWLYH ODERXU PDUNHW SOXV D ODQG FRQWUDFWLQJ V\VWHP
LQGXFHVKLJKODERXUPRELOLW\WKHRSSRUWXQLW\FRVWRIXQHPSOR\PHQWIRU79(ZRUNHUVEHLQJ







FKLHI RI WKH 62( FRPPXQLW\ 7KH PDQDJHU LV D JRYHUQPHQW RIILFLDO EHFDXVH KHVKH LV
DVVLJQHGE\WKHJRYHUQPHQWERGLHVWREHDQDJHQWRIWKHVWDWHWRPDQDJHWKHEXVLQHVVRIWKH
62( DQG WR SURWHFW WKH LQWHUHVW RI WKH RZQHU WKDW LV WKH VWDWH $V JRYHUQPHQW RIILFLDOV
PDQDJHUVDUHOLNHO\WREHPRWLYDWHGE\DGPLQLVWUDWLYHSURPRWLRQVUHVSHFWHGVRFLDOVWDWXVHV
DQGWKHDVVRFLDWHGIULQJHEHQHILWV$OWKRXJKWKHFDVKVDODU\IRUDQ62(PDQDJHULVW\SLFDOO\






7KH UROH RI WKH EXUHDXFUDW LV ERXQG WR FRQIOLFW ZLWK WKH UROH RI WKH HQWUHSUHQHXU LQ DQ\
HFRQRP\3ROLWLFLDQVRUEXUHDXFUDWVKDYHWRLQPRVWFDVHVJLYHSULRULW\WRSROLWLFDOFRQWURO




PD\RURUFKLHIRI WKHFRPPXQLW\:LWKLQDFRPPXQLW\ WKHSRZHUEDODQFHDSSHDUV WRKDYH
EHHQ ZHOOHVWDEOLVKHG 7KH 3DUW\ &RPPLWWHH KDV SOD\HG D NH\ UROH LQ WKH DSSRLQWPHQW RI







































WKHRWKHUH[SHQVHV WKHXQDXWKRUL]HGIHH LPSRVHGE\VXSHULRUERGLHV LVDPDMRUFRPSRQHQW
7DQJ
’ULYHQE\WKHLQWHUHVWRI WKH62(FRPPXQLW\DQGWKDQNVWRWKHLQFUHDVLQJDXWRQRP\DORQJ



















7KH PDMRU FRPSHQVDWLRQ IRU 79(PDQDJHUV LQFOXGHV GLUHFW SHFXQLDU\ EHQHILWV LQ YDULRXV
IRUPV VXFK DV KLJKHU ZDJHV \HDUHQG ERQXVHV DQG FRQWUDFW IXOILOOPHQW ERQXVHV 7KHVH
ERQXVHVDUHFORVHO\OLQNHGZLWKWKH79(SHUIRUPDQFHDQGWKXVFDQEHFRQVLGHUHGDVDNLQG
RIVKDULQJVFKHPHRIUHVLGXDOEHQHILWV7\SLFDOO\WKHERQXVHVRI79(PDQDJHUVDUHQRWRQO\
UHODWHG WR WKHLU RZQ 79( SHUIRUPDQFH EXW DOVR GHFLGHG WKURXJK FRPSDULVRQ ZLWK WKH









LQVWLWXWLRQDO DUUDQJHPHQW DQG PDUNHW FRQGLWLRQV LW LV KDUG IRU WKH VXSHULRUV WR ILJXUH RXW
ZKLFK ORVVHVDUHFDXVHGE\H[WHUQDO IDFWRUVZKLFKDUH LQKHULWHGSUREOHPVRI WKH62( DQG






WKH ODVWLQJHJDOLWDULDQSUDFWLFHRI LQFRPHGLVWULEXWLRQ WKH OLIHWLPHHPSOR\PHQW V\VWHPDQG
WKHSXEOLFJRRGVSURSHUW\RI62(V
,Q FRPSDULVRQ ZLWK 79( ZRUNHUV 62( ZRUNHUV DUH OHVV GLVFLSOLQHG DQG PD\ EH PRUH
GLIILFXOW WRPDQDJH 7KH ODERXUPDQDJHPHQW FRQIOLFW FDQ WXUQ LQWR D SHUVRQDO RQH ,I IRU
LQVWDQFH WKHPDQDJHUGHFLGHV WRSHQDOL]H DQ XQGLVFLSOLQHGZRUNHU WKHZRUNHUPD\ WDNH LW
SHUVRQDOO\DQGPDNHWURXEOHIRURUEUDQGLVKWKUHDWVWRWKHPDQDJHUDQGHYHQWKHPDQDJHU¶V
IDPLO\ %HFDXVH WKH ZRUNHU EHOLHYHV WKDW DQ\ ORVV RI WKH HQWHUSULVHV FDXVHG E\ KLV
XQGLVFLSOLQHGSHUIRUPDQFHZLOOEHERUQHE\WKHVWDWHZKLOHDQ\SHUVRQDOSXQLVKPHQWDJDLQVW
KLP ZLOO KDYH WR EH ERUQH E\ KLP LQGLYLGXDOO\ 7KLV DGGV WR -HIIHUVRQ¶V  OLVW DQ






RIWHQ JHW V\PSDWK\ IURP RWKHUZRUNHUV 7KHUH KDYH HYHQ EHHQ H[DPSOHV ZKHUHPDQDJHUV
ZHUHLQMXUHGNLOOHGHYHQE\ZRUNHUVGXULQJUHIRUPVLQVRPHSODFHV0HDQZKLOHPDQDJHUV
KDYH QR LQFHQWLYH WR SODFH WKH ZRUNHUV XQGHU VWULFW GLVFLSOLQHV DW DOO $V D FRQVHTXHQFH
SHUYDVLYHVKLUNLQJDQGIUHHULGLQJEHFRPHLQHYLWDEOHDQGZLGHVSUHDGLQWKH62(VHFWRU
79(ZRUNHUVDUHPXFKHDVLHUWREHGLVFLSOLQHGDQGPDQDJHG7KH\KDYHVXIILFLHQWPRWLYDWLRQ
DQG IDFH VWURQJSUHVVXUH WRZRUNKDUG7KH\ DUHPRWLYDWHGE\ WKH FORVH OLQNEHWZHHQ WKHLU
ZDJHVDQGSHUIRUPDQFH3LHFHZRUNLQJDQG UHVSRQVLELOLW\ZDJHV\VWHPVDUHFRPPRQ LQ WKH
79(VHFWRU$VIRUSUHVVXUHV79(HPSOR\HHVDUHDOPRVWZLWKRXWH[FHSWLRQFRQWUDFWZRUNHUV
KLUHGIRUWKH\HDURUWKHVHDVRQZLWKQRMREVHFXULW\DVWKHUHDUHPDQ\RWKHUVZDLWLQJIRUMREV












,Q WKLV VWXG\ ZH KDYH SUHVHQWHG D FRPSUHKHQVLYH DFFRXQW RYHU WKH LVVXH RI 62(79(













 )OH[LELOLW\ GXH WR VPDOO VL]H GLYHUVLILHG FRPPXQLW\ HFRQRP\ DQG IDU IURP VWULFW
EXUHDXFUDWLFFRQWUROZKLFKJLYH79(VDQDGYDQWDJHWRFDSWXUHRSSRUWXQLWLHVHPHUJLQJLQ
DOOPDUNHWVSURGXFWVODERXUFDSLWDODQGWKHGRPHVWLFDQGLQWHUQDWLRQDO






,Q FRQWUDVW WKRXJK KDYLQJ HQMR\HG DGYDQWDJHV LQ WHFKQRORJLHV JRYHUQPHQW ILQDQFLQJ DQG
VXSSRUW62(VKDYHVXIIHUHGIURPPDQ\SUREOHPVLQKHUHQWLQ62(LQVWLWXWLRQDODUUDQJHPHQW





HVVHQWLDO UHDVRQ ZK\ WKH 62( ILQDQFLDO VLWXDWLRQ EHFRPHV LQFUHDVLQJO\ ZRUVH ZKLOH WKHLU
RXWSXWH[SDQVLRQFRQWLQXHV$OWKRXJKLWPXVWEHVDLGWKHUHDOSHUIRUPDQFHRIWKH62(VHFWRU
LVEHWWHU WKDQ WKDW LQGLFDWHGE\RIILFLDO VWDWLVWLFV LI WKH62(V
 EURDG VRFLDO FRQWULEXWLRQV DUH
WDNHQ LQWR DFFRXQW +RZHYHU PXFK RI WKH 62(V
 VRFLDO FRQWULEXWLRQV PD\ KDYH EHHQ
WUDQVIHUUHG LQWREDG ORDQV DQGQRQSHUIRUPLQJGHEWV LQ WKH VWDWHEDQNLQJ V\VWHPZKHQ WKH
62(VHFWRUKDVFRQWLQXHGWRFRQVXPHDERXWSHUFHQWRIVWDWHEDQNFUHGLWIXQGVEXWFUHDWHV
OHVVWKDQSHUFHQWRI&KLQD¶V*’3
:KLOH WKH LQLWLDOO\ IDYRXUDEOHPDUNHWDQGHQYLURQPHQWDOFRQGLWLRQV HQMR\HGE\79(VKDYH
JUDGXDOO\ GLVVROYHG IROORZLQJ WKH H[SDQVLRQ RI 79( VFDOH 79(PHFKDQLVP GHJHQHUDWLRQ
KDV EHFRPH LQFUHDVLQJO\ VHULRXV LQ WKRVH WRZQVKLS DQG YLOODJHV ZKHUH JUDVVURRWV
GHPRFUDWL]DWLRQ KDV ODJJHG EHKLQG ,W KDV JHQHUDWHG VHULRXV FRQVHTXHQFHV LQ 79(
SHUIRUPDQFH VLQFH WKH PLG V 7KH FHQWUDO LVVXHV KHUH DUH RQFH DJDLQ WKH LQFUHDVHG
DJHQF\ FRVW DQG WKH TXHVWLRQ RIZKRPRQLWRU WKHPRQLWRUV ,Q WKLV FRQQHFWLRQ 62(V DQG
79(V IDFH VLPLODU SUREOHPV DQG QHHG WR FRQGXFW VLPLODU UHIRUP RQ WKHLU RZQHUVKLS DQG
JRYHUQDQFHVWUXFWXUHV+RZHYHUFROOHFWLYHRZQHUVKLSZLWKLQDVPDOOFRPPXQLW\ZKLFKIDFHV
FRPSHWLWLRQDQGKDUGEXGJHWFRQVWUDLQWLVPRUHDNLQWRWKHVPDOOFRPPRQVVXFKDVWKHVPDOO








QXPEHURI OD\RIIV DQG WKH VKRFNRI$VLD
V ILQDQFLDO FULVLV%XW WKH VFHQDULR LV FOHDU3OXUDO
RZQHUVKLS VWUXFWXUHV DQG GLYHUVLILHG JRYHUQDQFH VWUXFWXUHV ZLOO HPHUJH LQ WKH QHDU IXWXUH
ZKLFKLQFOXGHSXUHSULYDWHRZQHUVKLSHPSOR\HHVWRFNRZQHUVKLSMRLQWVWRFNSDUWQHUVKLSRU
FRRSHUDWLYH OHDVLQJ MRLQW YHQWXUHV VKDUHKROGLQJ FRPSDQLHV DQG K\EULG IRUPV RI
VKDUHKROGLQJ FRPSDQLHV DQG D VPDOO SURSRUWLRQ RI UHIRUPHG VWDWH RZQHUVKLS LQ FHUWDLQ
LQGXVWULHV
5()(5(1&(6
$OFKLDQ$UPHQDQG+DUROG’HPVHW] 3URGXFWLRQ ,QIRUPDWLRQ&RVWV DQG(FRQRPLF
2UJDQL]DWLRQ$PHULFDQ(FRQRPLF5HYLHZ–













(GLWRULDO &RPPLWWHH RI &KLQD
V 79(V 79( <HDUERRN – 6WDWLVWLFDO <HDUERRN RI &KLQD¶V
7RZQVKLSDQG9LOODJH(QWHUSULVHVYDULRXVLVVXHV&KLQD$JULFXOWXUH3UHVV%HLMLQJ




*URYHV 7KHRGRUH <RQJPLDR +RQJ -RKQ 0F0LOODQ DQG %DUU\ 1DXJKWRQ  &KLQD
V
(YROYLQJ0DQDJHULDO/DERXU0DUNHW-RXUQDORI3ROLWLFDO(FRQRP\–
*X (GZDUG ;  )RUHLJQ ’LUHFW ,QYHVWPHQW DQG WKH 5HVWUXFWXULQJ RI &KLQHVH 6WDWH
RZQHG(QWHUSULVHV&KLQD,QIRUPDWLRQ:LQWHU–




+RZHOO -XGH  3URVSHFWV IRU 9LOODJH 6HOI*RYHUQDQFH LQ &KLQD -RXUQDO RI 3HDVDQW
6WXGLHV$SULO–
-HIIHUVRQ *DU\ +  $UH &KLQD
V 5XUDO (QWHUSULVHV 2XWSHUIRUPLQJ 6WDWHRZQHG











0LQLVWU\ RI$JULFXOWXUH  7KH 6WDWXV RI &KLQD¶V 79(V DQG WKH 6XJJHVWLRQV IRU 79(
5HIRUPDQG’HYHORSPHQWLQWKH)XWXUH,Q3HRSOH¶V’DLO\$SULOLQ&KLQHVH
1DXJKWRQ %DUU\ *URZLQJ RXW RI WKH 3ODQ &KLQHVH (FRQRPLF 5HIRUP 
&DPEULGJH8QLYHUVLW\3UHVV&DPEULGJH
2





*RYHUQDQFH LQ 7UDQVLWLRQDO (FRQRPLHV ,QVLGHU&RQWURO DQG WKH 5ROH RI %DQNV HGLWHG E\
0DVDKLNR$RNLDQG+\XQJ.L.LP:RUOG%DQN:DVKLQJWRQ’&
5HQ4L<LQJ’X-LFKHQJ4LXDQGRWKHUV$Q,QLWLDO$QDO\VLVRI79(6XUYH\LQ7HQ









66% 6WDWH 6WDWLVWLFV %XUHDX&KLQD 6WDWLVWLFDO <HDUERRN YDULRXV LVVXHV &KLQD 6WDWLVWLFDO
3XEOLVKLQJ+RXVH%HLMLQJ
6XQ /DL[LDQJ D $JJUHJDWH %HKDYLRXU RI ,QYHVWPHQW LQ &KLQD $Q $QDO\VLV RI
,QYHVWPHQW +XQJHU DQG )OXFWXDWLRQV 3K’ ’LVVHUWDWLRQ ,QVWLWXWH RI 6RFLDO 6WXGLHV 7KH
+DJXH0DFPLOODQ3UHVVIRUWKFRPLQJ/RQGRQ
6XQ/DL[LDQJE(PHUJHQFHRI8QRUWKRGR[2ZQHUVKLSDQG*RYHUQDQFH6WUXFWXUHVLQ










7DR<RX]KL7KH6RXWKHUQ -LDQJVX0RGHODQG WKH5RDG WR3URVSHULW\ LQ&KLQHVH
6KDQJKDL$FDGHP\RI6RFLDO6FLHQFHV6KDQJKDL
9HUPHHU(GXDUG%([SHULPHQWVZLWK5XUDO,QGXVWULDO6KDUHKROGLQJ&RRSHUDWLYHV7KH
&DVH RI =KRXFXQ ’LVWULFW 6KDQGRQJ 3URYLQFH &KLQD ,QIRUPDWLRQ   :LQWHU
6SULQJ–
:DOGHU$QGUHZ :DJH 5HIRUP DQG WKH:HE RI )DFWRU\ ,QWHUHVW&KLQD4XDUWHUO\
0DUFK
:DQJ;LDROX&DSLWDO)RUPDWLRQDQG8WLOL]DWLRQ,Q%\UGDQG/LQ










%DQN 6RFLDOLVW (FRQRPLHV5HIRUP8QLW&RXQWU\ (FRQRPLFV’HSDUWPHQW5HVHDUFK 3DSHU
6HULHV1R:RUOG%DQN:DVKLQJWRQ’&
;X=KLPLQDQG-LDQOLDQJ=KDQJ5DSLGO\,QFUHDVHG&DSLWDOYHUVXV’HFUHDVHG&DSLWDO
(IILFLHQF\ LQ 7RZQVKLS DQG9LOODJH (QWHUSULVHV 6XUYH\ RYHU 79(V LQ 6X]KRX RI -LDQJVX
3URYLQFH&KLQD5XUDO(FRQRP\=KRQJJXR1RQJFXQ-LQJMLLQ&KLQHVH1R0DUFK–

=KRX;LDRFKXDQ  3ULYDWL]DWLRQ YHUVXV0LQLPXP5HIRUP3DFNDJH&KLQD (FRQRPLF
5HYLHZ6SULQJ
=RX /LDQJ DQG /DL[LDQJ 6XQ  ,QWHUHVW 5DWH 3ROLF\ DQG ,QFHQWLYHV RI 6WDWHRZQHG
(QWHUSULVHVLQWKH7UDQVLWLRQDO&KLQD-RXUQDORI&RPSDUDWLYH(FRQRPLFV’HFHPEHU
–
=RX/LDQJDQG/DL[LDQJ6XQ5LVN3RROLQJDQG9ROXQWDU\/LTXLGDWLRQRI)LUPV:LWK
DQ$SSOLFDWLRQWR7RZQVKLSDQG9LOODJH(QWHUSULVHVLQ&KLQD7LQEHUJHQ,QVWLWXWH’LVFXVVLRQ
3DSHUIRUWKFRPLQJ7LQEHUJHQ,QVWLWXWH$PVWHUGDP
